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Annexure B: MANDATORY LIMITS AND BUDGET PARAMETERS 


Functional Area 

Activity 

Budget 

Budget 

Budget 

Comments 



2019/2020 

2021/2022 

2022/2023 


Budget 

1. Tariff Setting 




NERSA Guideline plus 13,07% 

Management 

Electricity 

+ 13,07% 

+6% 

+6% 

These are the maximum tariff 


Water 

CPI +4 

CPI +4 

CPI +4 

increases 


Refuse 

CPI+4 

CPI +4 

CPI+4 

Revenue neutral on 


Sanitation 

CPI+4 

CPI +4 

CPI+4 

implementation of new 


Rates 

CPI +4 

CPI +4 

CPI +4 

valuation Roll. 


Miscellaneous Tariffs 

CPI 

CPI 

CPI 



2. Revenue Collection 

95% 

95% 

95% 



3. Expenditure Targets: 






Salaries & Wages 

42% 

40% 

33% 



Maintenance 

2,5% of budget 

4% of budget 

6% of budget 




expenditure 

Expenditure 

expenditure 



Other Expenditure 
(Increase) 

CPI 

CPI 

CPI 



Capital Grants spending 

100% 

100% 

100% 


Asset 

1. Capital Expenditure to 

7%-10% 

10%-15% 

15%-20% 


Management/ 

Total Expenditure 





Utilisation 

2. Repairs and 

Maintenance as a % of 
total expenditure budget 

2.75% 

4% 

6% 


Debtors 

1. Collection Rate 

65% 

75% 

85% 


Management 

2. Bad debts Written-Off as 

100% 

100% 

100% 



% of Provision for Bad 
Debt 






3. Net Debtors Days 

45 days 

45 days 

30 days 


Liquidity 

1. Cash/ Cost Coverage 

0-1 months 

1-2 months 

1-3 months 


Management 

Ratio (Excl. Unspent 









Conditional Grants) 

2. Current Ratio 

0.5:1 

0.75:1 

1: 1 


Liability 

Management 

1. Capital Cost (Interest 
paid and Redemption) 
as a % of Total Operating 
Expenditure 

3%-4% 

3%-4% 

4%-5% 



2. Debt (Total Borrowings) 
/Revenue 

15%-25% 

15%-35% 

15%-45% 


Expenditure 

Management 

1. Creditors Payment 

Period (Trade Creditors) 

2. Contracted Service % of 
Total Operating 
Expenditure 

60 days 

5%-6% 

45 days 

4%-5% 

30 days 

3%-4% 

Any valid payment due older 
than 30 days must have an 
agreement with supplier as to 
the terms of payment 

Budget 

Implementation 

1 Capital Expenditure 
Budget Implementation 
Indicator 

95%-100% 

95%-100% 

95%-100% 



2 Operating Expenditure 
Budget Implementation 
Indicator 

90%-95% 

95%-96% 

96%-98% 



3 Operating Revenue 
Budget Implementation 
Indicator 

95%-98% 

98%-99% 

99%-100% 



4 Service Charges and 
Property Rates Revenue 
Budget Implementation 
Indicator 

95%-98% 

98%-99% 

98%-100% 











Distribution 

Loses 

1 Electricity Distribution 
Losses (Percentage) 

2 Water Distribution 

Losses (Percentage) 

7%-10% 

10%-15% 

6%-10% 

10%-12.5% 

6%-9% 

8%-12% 


Sustainability 

1 Level of Cash Backed 
Reserves (Capital 
Replacement) 

5% 

5% 

10% 



ANNEXURE C: COSTING THE RECOVERY PLAN 


Priority Area 

Key Deliverable Project 

Activities 

Cost Estimate 

Proposed Funding 





Source 





Proaramme 1; 

Budgeting and Expenditure 

Review budgeting process, 
principles and strategy as 

Budget Management and 
control, section 54 of MFMA 

120,000.00 

Provincial Financial 
Management assistance 

Management 

well as expenditure systems 
to ensure efficient and 

Prepare and table the 

2017/18 MTREF Budget 

88,200.00 

Provincial Financial 
Management assistance 


effective service delivery in 
line with Naledi Municipality 
priorities. 

Developing long-term 

Financial Plan to inform 
budget and financial 
operational planning 

400,000.00 

Provincial Financial 
Management assistance 



Institutionalise pre¬ 
determined creditors payment 
dates and implement 
expenditure and creditors 
management. 

0.00 

Internal 


Priority Area 

Key Deliverable Project 

Activities 

Cost Estimate 

Proposed Funding Source 

Proaramme 2: 

Revenue Management 

Review revenue management 
systems to maximise revenue 
generation possibilities and 
improve revenue 
performance 

Draft and implement revenue 
enhancement strategy and 
plan to improve revenue 
value chain. 

0.00 

Internal 

Perform complete meter audit 
of metered services. 

0.00 

Internal 

Perform a physical 
verification of all services and 
service connection points. 

0.00 

Internal 

Perform debtors data analysis 
and cleansing 

0.00 

Internal 

Perform a complete indigent 
verification process 

0.00 

Internal 

On site water demand 
management and loss control 

0.00 

Internal 

Analyse electricity losses and 
draft a loss control 
programme 

0.00 

Internal 

Engage in meter replacement 
programme 

1000,000.00 

Provincial Management 
support (PT & DLG) 



























Implementation of cost 
reflective tariff modelling and 
revision of all miscellaneous 
charges 

0.00 

Internal 



Reviewing, analysing and 
performing benchmarking of 
user tariffs to the industry 
norm 

0.00 

Internal 



Enforce credit control and 
debt collection policy 

0.00 

Internal 



Implement appropriate 
revenue collection systems 

0.00 

Internal 



Accurate calculations and 
timeous reporting of revenue 
due and outstanding debtors 
on a monthly basis 

0.00 

Internal 



Appropriate monitoring and 
oversight of debt collection 
practices and timely action 
with regards to debts 
impairment 

0.00 

Internal 



Allocate sufficient 
staff/capacity to proactively 
drive the revenue 
management and debt 
collection functions and 
policies to intensify revenue 
collection. 

0.00 

Internal 



Perform a provisional 

Revenue enhancement 
Assessment. 

0.00 

Internal 



Execute revenue 
enhancement programme. 

0.00 

Internal 

Proaramme 3: 

Customer care services 

Enhance levels of customer 
care, increase 

Improve community access 
points 

0.00 

Internal 


responsiveness to customer 
billing and other queries 

Engage in a customer 
satisfaction survey 

0.00 

Internal 






Implement a customer 
service call centre 

0.00 

Internal 

Set benchmarks for activities 
relating to complaints 

0.00 

Internal 

Set service level standards 
for customer responses 

0.00 

Internal 


Priority Area 

Key Deliverable Project 

Activities 

Cost Estimate 

Proposed Funding Source 

Proaramme 4; 

Cash Management and 
liabilities 

Review cash and debt 
management strategies and 
practices. Review all liabilities 
current and non-current and 
devise a strategy to meet 
obligations in a timely manner 
in accordance with legislative 
requirements. 

Implement cash flow 
monitoring 

0.00 

Internal 

Design and implement an 
effective grant management 
and monitoring system to 
ensure that conditional grants 
are only used for their 
intended purpose. 

0.00 

Internal 

Daily management of cash¬ 
flow with weekly reporting. 

0.00 

Internal 

Perform monthly bank 
reconciliations. 

0.00 

Internal 

Review long-term debt and 
restructure where economic 
benefits can be attained. 

0.00 

Internal 

Set cash flow targets for the 
MTREF 

0.00 

Internal 

Review and calculate short 
term liabilities 

0.00 

Internal 

Review and calculate long 
term liabilities 

0.00 

Internal 

Review and disclose all 
contingent liabilities 

0.00 

Internal 

Engage with creditors to 
discuss repayment 
plans/arrangements 

0.00 

Internal 

Draft repayment plans for 

0.00 

Internal 




























liabilities and enter into 
arrangements with creditors 



Monitor that repayments are 
being made according to the 
agreed repayment plans. 

0.00 

Internal 

Develop standard operating 
procedure manuals 

0.00 

Internal 

Review job descriptions on all 
staff 

0.00 

Internal 


Priority Area 

Key Deliverable Project 

Activities 

Cost Estimate 

Proposed Funding Source 

Programme 5: 

Financial Controls 

Review internal controls and 
delegations regarding 
financial management 

Develop strategy to 
consolidate prior Audit action 
plan with the latest audit 
action plan, to eliminate 
common audit findings. 

0.00 

Internal 



Implement 2017/2018 Audit 
Plan 

850,000.00 

Provincial Management 
support (PT & DLG) 



Perform risk assessment and 
implement a risk 
management system 

375,000.00 

Provincial Management 
support (PT & DLG) 



Revise and implement 
internal controls to mitigate 
financial risks 

0.00 

Internal 



Review all policies, budget 
and non-budget related, and 
amend where necessary 

250,000.00 

Provincial Management 
support (PT & DLG) 



Workshop all policies with 
related staff 

35,400.00 

Provincial Management 
support (PT & DLG) 



Review job descriptions on all 
staff 

0.00 

Internal 



Review archiving and record 
keeping 

0.00 

Internal 



Staffing of Budget and 
Treasury Office organogram 
with suitably qualified and 

0.00 

Internal 



























experienced staff. 



Capacitating and skills 
development of finance 
department staff. 

0.00 

Internal 

Implement internal control to 
mitigate financial risks 

175,000.00 

Provincial Management 
support (PT & DLG) 


Priority Area 

Key Deliverable Project 

Activities 

Cost Estimate 

Proposed Funding Source 

Programme 6: 

Asset Management 

Implementing asset 
management through an 
integrated infrastructure and 
asset management plan. 

Review and update Asset 
Register 

95,500.00 

Provincial Management 
support (PI & DLG) 

Perform assessment of the 
useful life of all infrastructure 
assets and GPS reference 

83,740.00 

Provincial Management 
support (PI & DLG) 

Unbundle infrastructure for 
2016/17,2017/18,2018/19 

109,960.00 

Provincial Management 
support (PI & DLG) 

Establish a complete Work-in- 
Progress (WIP) register. 

92,320.00 

Provincial Management 
support (PI & DLG) 

Draft review and implement 
Asset Procedure Manual 

51,160 

Provincial Management 
support (PI & DLG) 

Draft asset maintenance 
plans for all asset categories 

51,160 

Provincial Management 
support (PI & DLG) 

Perform a municipal strategic 
asset assessment 
programme 

0.00 

Internal 

Update master plans for all 
infrastructure assets 

0.00 

Internal 

Perform a land audit to 
identify all municipal assets. 

0.00 

Internal 

Perform performance 
assessment of all municipal 
properties. 

0.00 

Internal 

Draft a municipal asset 

51,160 

Internal 







management strategy 
inclusive of a performance 
and disposal framework 




Priority Area 

Key Deliverable Project 

Activities 

Cost Estimate 

Proposed Funding 

Source 

Proaramme 7: 

Review governance practices 
in the Supply Chain practices 
and implement proper 
controls and risk 
management practices. 

Review SCM Delegations 

0.00 

Internal 

Supply Chain Management 

Organise training for all Bid 
Committees 

33,520.00 

Provincial Management 
support (PT & DLG) 

Implement electronic Contract 
Management system 

0.00 

Internal 

Review Supply Chain 
Management Policy 

0.00 

Internal 

Review Supply Management 
Chain Structure 

0.00 

Internal 

Workshop all policies with 
related staff 

35,400.00 

Provincial Management 
support (PI & DLG) 

Develop and centralise online 
Procurement and Record 
Management System for all 
procurement 

0.00 

Internal 

Proaramme 8: 

Institutional stabilisation 

Stability in council, fill 
management vacancies, 
conduct organisational 
redesign, compile all job 
descriptions and have job 
evaluations done 

Review the Organisational 
structure and place staff in 
accordance with newly 
approved organogram. 

572.000.00 

Provincial Management 
support (PI & DLG) 

Ensure political stability post 
Local Government Elections 

0.00 

Internal 

Fill critical vacancies - HODs 
and key management staff 

0.00 

Internal 

Capacitating and 

0.00 

Internal 





development of all finance 
department staff 



Review all HR and 
organisational policies 
processes and procedures 

400.000.00 

Provincial Management 
support (PT & DLG) 


Priority Area 

Key Deliverable Project 

Activities 

Cost Estimate 

Proposed Funding Source 

Proaramme 9: 

Accounting IT and Data 
Management 

Review IT infrastructure and 
implement Accounting and 
Budget Reforms 

Review IT infrastructure and 
develop and implement 
infrastructure replacement 
policy 

1,500,000.00 

Internal 

Establish and institutionalise 
an IT Steering committee 

0.00 

Internal 

Establish MSCOA Steering 
Committee and implement 
reforms 

1,500,000.00 

Provincial Management 
support (PT & DLG) 

Review all computer 
hardware and software and 
implement management 
reporting system 

0.00 

Internal 

Proaramme 10: 

Liability Management 

Review all liabilities current 
and non-current and devise a 
strategy to meet obligations in 
a timely manner in 
accordance with legislative 
requirements. 

Review and calculate short 
term liabilities - Creditors 
system 

355,400.00 

Provincial Management 
support ( PT & DLG) 

Review and calculate long 
term liabilities - Creditors 
system 

58,000.00 

Provincial Management 
support (PT & DLG) 

Review and disclose all 
contingent liabilities 

0.00 

Internal 

Engage with creditors to 
discuss repayment 
plans/arrangements 

0.00 

Internal 

Draft repayment plans for 

0.00 

Internal 







liabilities and enter into 
arrangements with creditors 




ANNEXURE D: SUMMARY OF COST 


Description 

Cost Estimation (R) 

Programme 1 - Expenditure Management 

608,200.00 

Programme 2 - Revenue Management 

1000,000.00 

Programme 3 - Customer Care 

0.00 

Programme 4 - Cash Management and Liability 

0.00 

Programme 5 - Financial Controls 

1,685,400.00 

Programme 6 - Asset management 

535,000.00 

Programme 7 - Supply Chain Management 

68,920.00 

Programme 8 - Institutional stabilisation 

972,000.00 

Programme 9 - Accounting, IT and Data Management 

3,000,000.00 

Programme 10- Liability management 

413,400.00 

Total cost to fund the financial recovery plan 

8,282,920.00 









